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The Federal Deposit Insurance Corporation (FDIC), with assistance from thg
authorities, completed its second round of on-site Year 2000 readiness a of FDIC-
supervised financial institutions by March 31, 1999.
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Examiners will also ensure that institutions continue to report regularly to their boards of
directors on the status of Year 2000 readiness efforts.

Rating Criteria

Financial institutions' Year 2000 readiness efforts will continue to be characterized as
"Satisfactory," "Needs Improvement," or "Unsatisfactory." The following rating criteria were
provided to our staff for clarification:

Satisfactory - A financial institution should generally be rated "Satisfactory" if (1) it is expected
to or meets the June 30, 1999, target date for mission-critical testing; (2) it has
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The short time remaini Ury date change warrants aggressive and prompt
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A financial instit s failure to appropriately address Year 2000 readiness problems may
result in denials of @pplications FILed pursuant to the Federal Deposit Insurance Act and in civil
money penalties. In addition, a less than satisfactory assessment may result in reductions in the
rating of an insured institution's "Management" component or in its composite rating. A less than
satisfactory assessment could also result in a decline in an institution's Supervisory Subgroup
assignment, causing an increase in the deposit insurance premiums to be paid by the institution.

Management is encouraged to actively utilize the services of its internal audit process and
external audit programs. A well-coordinated review and reporting process should substantially
lessen the risk that problems will go undetected.



For further information, please contact your Division of Supervision regional office.

James L. Sexton
Director

Distribution: FDIC-Supervised Banks (Commercial and Savings)

NOTE: Paper copies of FDIC financial institutions letters may be obtained through the FDIC's
Public Information Center, 801 17th Street, NW, Room100, Washington, DC 20434 (800-276-
6003 or

(703) 562-2200).






